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DEVELOPMENT STRATEGIES®

MEMORANDUM

TO: Chris Ward

FROM: Matthew Bauer

DATE: June 11,2007

RE: Hopewell Local Revenue Model

cc: Richard Ward

This memo provides a quick guide to the model that was created to determine the potential impact of the proposed

Hopewell Redevelopment Plan on local tax revenues.

Table 1: Development Program

The first step was to identify the projects proposed by the redevelopment plan and would contribute to the local tax base.
The Hopewell Development Program spreadsheet (Table 1) identifies each individual project either as “Private Sector” or
“Negotiated”. Projects considered to be “Public Infrastructure” projects were not included in this spreadsheet. With the
exception of the column identified as “DSI Value Estimate”, the data in the spreadsheet came directly from the Hill Studios
specific project plans and cost estimates. The sizes of some proposed residential units were not specified and were assumed

to be consistent with similar new developments in the area.

The “DSI Value Estimate” column was determined by generating building cost estimates from the Marshall Swift
Construction Estimate Guide. Reasonable assumptions were made regarding the type and quality of construction and are
included in a separate worksheet. We also added development fees and a 20 percent profit margin to conclude a market
value for each of the project components. These market values are compared to the Hill Studio cost estimates and are about

14 percent higher than those estimates.

Table 2: Local Tax Rates

Existing local taxes collected by the city of Hopewell are shown in Table 2. The proposed redevelopment projects may
generate taxes in one or more of these categories. These figures were provided by the City Assessor, Sandra Hughes, and
Elesteen Hager, Director of Finance. Some changes to the present tax rates were incorporated to reflect proposed changes in
the meal tax and real estate tax rate which are expected to be implemented. The City Assessor also estimated that appraised
real estate values are 85 percent of actual market based on historic ratios of actual sales to city appraisals. With several
different utilities taxes, the numerous individual developments and the variety of uses to be considered, it is difficult to
estimate taxes on an individual project basis. Since, the 2006 city budget shows that utilities tax revenue was equal to about

12 percent of real estate tax revenue, we chose to estimate utility taxes on this basis.
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Table 3: Estimated Real Estate Property Taxes
The estimated market values of each project were adjusted to 85 percent of value, and the $1.09 per $100 of assessed value
tax was calculated in order to estimate future real estate taxes. All projects were assumed to be 100 percent taxable, with no

tax-exempt properties.

Table 4: Projected Personal Property Taxes

For residential personal property, the number of vehicles per unit was estimated for each property type and an estimated
value was applied. Since these values depreciate, the estimated value represents the average value over the life of the
vehicle. Commercial personal property taxes are charged on major items such as furniture, computers and kitchen
equipment. A per square foot value of these items was estimated using, readily available tax bills in St. Louis County,

Missouri for similar types of businesses to which the Hopewell tax rate was applied.

Table 5: Estimated Local Sales and Business License Taxes

Local sales taxes were estimated by applying a sales per square foot estimate from ULI’s Dollars and Cents of Shopping
Centers 2006 to the retail space included in the proposed redevelopment. Restaurants generally achieve higher sales per
square foot than retail stores. We also estimated that the proposed marina lifestyle center will have higher sales per square
foot than the 6™ Avenue business district shops. Since taxes are collected only on meal purchases we have applied a
percentage of meal sales to each sales estimate before applying the 5.5 percent meal tax. For the lodging tax, we computed
annual revenues using an average room rate of $115 which is similar to current listed rates being charged at nicer hotel
properties in Hopewell and Petersburg. An estimated 60 percent occupancy is a typical norm for attractive hotels in an
urban area. Using these same revenue estimates, the business license tax is calculated by applying the $0.02 per $100 of
sales tax rate.

Table 6: Estimated Utilities Taxes
The utility tax estimate was generated by multiplying the real estate taxes by 12 percent to reflect the amount of 2006 city

revenue generated by utility taxes compared to real estate taxes.

Table 7: Composite Projected Local Tax Revenue

To project these revenue streams over 20 years, the total annual revenue was applied to Year 1. Growth rates were applied
to the base year estimate. Real estate taxes and utilities taxes are expected to grow at three percent a year to reflect
increasing property values and rising utility costs. Personal property tax and sales tax revenues will grow at a slightly
slower rate since the value of purchased items are depreciated and do not typically grow as fast as real estate and utility

costs. These projections do not account for any increase or decrease in local tax rates.



The redevelopment plan was not phased; however, it is reasonable to assume that these developments will occur over
several years. We have estimated a five-year time-frame for development and absorption of the proposed projects, with 20
percent completed each year. This completion percentage was applied to the annual tax revenues for the first five years of
the project life. Over a 20-year period, the projects will generate an estimated $106,500,000 of tax revenue, which in

today’s dollars would be $54,224,000 (future revenues discounted to the present value at 5.5 percent per year).
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